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THREE  CENTER  PLAZA,  RM  820 


May  10,  1971 
To  the  Honorable  the  Mayor: 

The  recent  finding  by  a  Superior  Court  Auditor  that  Boston 
must  pay  $300,000  in  damages  to  Roxbury  merchants  and  property  owners 
for  losses  resulting  from  a  riot  in  1967>  raises  some  significant 
Issues.   The  ancient  statute  under  which  this  claim  was  brought 
provides  that  a  city  or  town  is  liable  to  the  owners  of  property  for 
three-fourths  of  the  value  of  property  destroyed  by  five  or  more 
persons  who  are  "riotously  or  tumultuously  assembled"  provided  the 
owner  uses  all  reasonable  diligence  to  protect  his  property  against 
such  destruction.   See  G.  L.  Chap.  269  Sec.  8.   This  law  which  has 
lain  dormant  since  the  Boston  police  strike  of  1919  is  open  to 
serious  question  at  a  time  of  great  urban  tensions.   It  imposes  on 
a  city  like  Boston  a  tremendous  potential  financial  responsibility 
which  may  be  unreasonable  for  the  City  to  assume. 

In  any  event  the  possibility  of  substantial  liability  from 
suits  for  damages  brought  against  the  City  of  Boston  under  this 
statute  and  at  common  law  must  be  carefully  evaluated.   The 
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traditional  attitude  of  Courts  towards  suits  for  damages  against 
governmental  entitles  is  changing.  The  protective  cloak  of 
"sovereign  immunity/'  under  which  State,  County,  and  City  govern- 
ments have  been  shielded  from  common  law  damage  olalma  in  the  past, 
is  under  attack.  Courts  across  the  country  are  now  allowing  claims 
of  all  kinds  against  mxmicipal  and  other  governmental  agencies  which 
have  in  past  years  been  customarily  rejected. 

This  development  demands  a  re-thinking  of  the  City's  Insurance 
program.   In  a  day  of  community  tensions  and  seemingly  endless  civil 
disorders,  Boston  must  protect  itself  and  its  property  against 
potentially  huge  damage  claims  and  physical  damage. 

Historically  Boston  has  been  a  self-insurer.   The  City  has 
traditionally  absorbed  the  cost  of  claims  for  damages  out  of  city 
revenues.   It  is  now  time  to  consider  new  approaches  to  the  potential 
liability  created  by  such  risks.  We  suggest  that  the  City  study  the 
following  alternatives:   1)  establishing  an  insurance  program  with  a 
sizable  deductible  provision  which  would  maintain  the  policy  of  self-  ' 
insuring  against  smaller  losses  but  would  provide  coverage  against 
losses  of  major  proportions;  or  2)  developing  a  reserve  fund  to  meet 
extraordinary  losses  rather  than  meeting  them  from  annual  appropri- 
ations j  3)  such  other  revisions  in  the  City's  insurance  program  as 
may  seem  desirable  after  professional  analysis  of  our  program. 

In  our  opinion,  the  City's  entire  insurance  program  merits 
comprehensive  analysis.  A  professional  should  be  engaged  to  Identify 
and  evaluate  the  various  risks  to  which  the  City  is  exposed  and  to 
advise  which  of  these  risks  the  City  should  assume  and  which  should 
be  covered  by  some  form  of  insurance.   It  is  hoped  that  such  a 
professional  study  could  lead  to  a  comprehensive  City  insurance 
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program  centrally  controlled  and  administered,  with  standards  and 
formal  procedures  for  the  placement  of  all  insurance  including  bonds 
and  the  introduction  of  the  general  requirement  of  competitive 
bidding  in  connection  with  insurance  placement. 

A  survey  of  City  insurance  practices  by  the  Finance  Commission 
in  1969  led  to  the  following  findings:   1)  there  is  no  planned  and 
coordinated  approach  to  insurance  protection  for  the  Cityj  2)  there 
is  no  system  for  placement  of  insurance  by  the  City;  consequently, 
it  is  doubtful  that  Boston  gets  the  best  insurance  coverage  at  the 
most  reasonable  cost.   (We  noted  the  fact  that  Boston  issues  numerous 
fidelity  bonds  rather  than  taking  advantage  of  blanket  fidelity 
coverage);  3)  competitive  bidding  is  generally  absent  in  the  letting 
of  insurance  policies. 

In  the  1969  report,  the  Finance  Commission  tabulated  all  the 
City's  insurance  policies  and  fidelity  bonds  according  to  department, 
risks  covered,  amount  of  coverage,  premium  paid,  insurance  company 
and  broker  involved.   This  was  the  first  time  such  a  tabulation  had 
been  done  in  the  history  of  the  City.   The  Finance  Commission  also 
inquired  at  that  time  how  other  cities  were  handling  their  insurance 
and  bonds.   A  questionnaire  survey  of  insurance  practices  sent  to  20 
other  large  cities  disclosed  marked  variations  in  their  insurance 
programs  as  compared  with  our  own.  We  found  that  most  other 
major  cities  centralize  the  control  and  carefully  coordinate  adminis- 
tration of  their  insurance  program.  Virtually  all  the  other 
cities  studied,  for  example,  carry  blanket  fidelity  bonds  rather  than 
a  large  number  of  separate  fidelity  bonds.   In  many  of  the  cities  an 
Advisory  Insurance  Committee,  or  its  equivalent,  has  been  created 
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and  Insurance  and  bonding  procedures  are  established  by  ordinance. 
Boston  Is  an  Insurance  center.   It  should  be  easy  to  find  qualified 
persons,  therefore,  to  staff  such  a  Committee  here. 

The  Finance  Commission  respectfully  submits  the  following 
recommendations:  1)  the  City  should  undertake  without  delay  a 
professional  evaluation  of  the  City's  insurance  policies  and 
practices  designed  to  produce  a  program  and  a  method  whereby  that 
plan  should  be  administered;  2)  municipal  insurance  and  bonding 
procedures  should  be  fixed  by  City  ordinance;  3)  competitive  bidding 
for  city  insurance  should  be  required;  4)  municipal  insurance 
coverage  should  be  consolidated  as  much  as  possible;  5)  an  Advisory 
Insurance  Committee  should  be  seriously  considered  in  Boston. 

Respectfully  submitted, 

Lawrence  T.  Perera,  Chairman, 

Joseph  P.  McNaraara, 


Russell  S.  Codman,  Jr., 


Frederick  R.  H.  Witherby, 
THE  FINANCE  COMMISSION. 


Thomas  J.  Murphy, 

Executive  Secretary. 
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